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A. REGISTRANT IDENTIFICATION
NAME OF BROKER-DEALER: -
’ Aquila Distributors, Inc. OFFICIAL USE ONLY
| FIRM ID. NO.
ADDRESS OF PRINCIPAL PLACE OF BUSINESS (Do not use P.O. Box No.)
' 380 Madison Avenue, Suite 2300
(No. and Sureet)
New York 10017
(Cuy) Zip Code)

HBEGARD TO THIS REPORT
; 212-697 -6666

{Area Code — Tdlephone No.)

Robert Anderson

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report®
Linder & Linder

MName — ¢ ndivaua!, sa1e @s:, Jirs:, muddile nome;

8. Chatham Place Dix Hills NY © 11746

1Address)

1Carvy {Suate) Zip Code)

CHECK ONE: PROCESSED

X Cenified Public Accountant

Z Public Accoumant P SEP 27 2002
- THOMSON

— Accountant not resident in United States or any of its possessions.
FOR OFFICIAL USE ONLY —FH

*Claims for exempuion from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See section 240.17a-5(e)(2).
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' OATH OR AFFIRMATION

j, Robert Anderson

-, swear {(or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting scheduls pertaining to the firm of
Aquila Distributors, Inc. as of

are true and correct. 1 further sww (or affirm) that neither the company
nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:

s Ay
- [

June 30,» . 2002

Robert Anderson
‘Sentor-Vicer Pre51dent

\yu L &Qﬂ .

"Notary Public
NOELIA POWELL
NOTARY PUBLIC
; STATE OF NEW YORK
= : IPO5068767
Tlus report** contains (check all applicable boxps) =7 we ission Expires Novemb
(a) Facing page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Finanaal Conditon. :

(e) Statement of Changes in Stockholders” Equity or Panners’ or Sole Proprietor's Capital.

() Statement of Changes in Liabiltes Subordinated to Claims of Creditors..

(g) Computation of Net Capital '

(h) Computation for Determination of Reserve Requrements Pursuant to Rule 15¢3-3.

() Informauon Relating to the Possession or control Requiremeénts Under Rule 15¢3-3. N

0 A Reconciliation, including appropnate explanauon, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computauon for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Finanoal Condition with respect 10 methods of con-
solidauion. =~ ’

(1) An Oath or Affirmation.

(m}A copy of the SIPC Supplemental Repon

{n) A repon describing any matenal inadequaciss found to exst or found to have existed since the date of the previous audit.

nmmmmmmw%w

K1)

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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LINDER & LINDER . Certified Public Accountants

8 Chatham Place, Dix Hills, NY 11746 (631) 462-1213 Fax (631) 462-8319

Thomas Linder
Gail Linder

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
and Stockholders :
Aquila Distributors, Inc.

We have audited the accompanying statement of financial condition
of Aquila Distributors, Inc. as of June 30, 2002 that you are
filing pursuant to rule 17a-5 under the Securities Exchange Act of
1934. This financial statement is the responsibility of the
Company’s management. Our responsibility is to express an opinion
on this financial statement.

We conducted our audit 1in accordance with auditing standards
generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statement is free
of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the
financial statement. An audit also includes assessing the
accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the financial statement referred to above presents
fairly, in all material respects, the financial position of Aquila
Distributors, Inc. as of June 30, 2002, in conformity with
accounting principles generally accepted in the United States of

America.
/ggrﬂ

Dix Hills, New York
August 9, 2002
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AQUILA DISTRIBUTORS, INC.
STATEMENT OF FINANCIAL CONDITION
JUNE 30, 2002

ASSETS

Current Assets
Cash and cash equivalents $ 171,832
Commission receivable ' 68,122
Due freom funds : - 351,907
Prepaid expenses 10,091
Other assets _ 3,300
Total Current Assets : 605,252
Other assets 750
Total Assets S 606,002

LIABILITIES AND STQCKHOLDERS' EQUITY

Current Liabilities

Commissions payable : $ 26,407
Accrued expenses 49,498
Income taxes payable 44,124

Total Current Liabilities 120,029

Subordinated borrowings 50,000

Stockholders’ Equity
Common stock, no par value,
200 shares authorized, 100 shares
issued and outstanding 7,000
Additional paid-in-capital 193,000
Retained deficit 235,973

Total Stockholders” Equity 435,973

Total Liabilities and
Stockhelders’ Equity S 606,002

See accompanying auditors’ report and notes to financial statements.




AQUILA DISTRIBUTORS, INC.
NOTES TO FINANCIAL STATEMENT
JUNE 30, 2002

Note 1 - Summary cof Significant Accounting Policies
Organizatijon

Aquila Distributors, Inc., (the "Company"), is a registered
broker and dealer in securities under the Securities Exchange
Act of 1934. The Company acts as the exclusive distributor of
shares in municipal bond funds, equity funds, and money market
mutual funds for which affiliates, Agquila Management
Corporation, ("Aquila Management"), serves as manager and
administrator and, upon occasion, with certain funds, as
investment advisor and STCM Management Company, Inc., (''STCM")
serves as Iinvestment advisor for one of the funds. The
Company, Aquila Management and STCM are under common control
and certain officers and directors of the Company are also
officers, trustees and stockholders of the above mentioned
affiliates and the affiliated mutual funds.

Commission Income

The Company, as the exclusive distributor, receives commission
income from the sale. of affiliated mutual fund shares
including sponsor fees and broker commissions form trades
processed by the Company. Both sponsor fees and commissions
are based upon a percentage of the sales price of the shares
sold, which percentage varies with the amount of the purchase.
Income 1s recognized on the trade date basis, which is the
date of sale of the mutual fund shares.

For the year ended June 30, 2002, all commission income earned
by the Company was from the sale cf shares cf the affiliated

funds,
Clearance of Mutual Fund Shares

The Company is a member of Fund/Serv, a facility offered to
registered broker/dealers for the clearance of purchases and
redemptions of mutual fund shares by member financial
institutions.
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AQUILA DISTRIBUTORS, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2002

Note 1 - Summary of Significant Accounting Policies -~ (Continued)

Clearance of Mutual Fu Shares (Continued

Effective July 1992, pursuant to arrangements with its bank
and the affiliated mutual funds, the Company does not hold
cash or securities from Fund/Serv nor does it owe money or
securities to the affiliated mutual funds for the liabilities
associated with such funds or securities. All fund
shareholder records are maintained by PFPC, Inc., as
shareholder servicing agent for the affiliated mutual funds.

Income Taxes

Deferrad income tax assets and liabilities are computed
annually for differences between the financial statement and
tax bases of assets and liabilities that will result in
taxable or deductible amounts in the future based on enacted
tax laws and rates applicable to the perieds in which the
differences are expected to affect taxable income. Valuation
allowances are established when necessary to reduce deferred
tax aseets to the amount expected to be realized. Income tax
expense is the tax payable or refundable for the period plus
or minus the change during the period in deferred tax assets
and liabilities.

Cash Equivalents

For purposes of the statement of cash flows, cash equivalents
include highly 1ligquid debt instruments with original
maturities of three months or less.

Use of Estimates

The preparation of financial statements in conformity with
generally accepted accounting principles recuires management
to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could
differ from those estimates.
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AQUILA DISTRIBUTORS, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2002

Note 2 -~ Related Party Transactions

As discussed in Note 1, Aquila Management serves as the
manager and administrator and in some instances, advisor to
the various funds for which the Company serves as the
exclusive distributor. In connection with its services to the
funds, the Company is provided with office space and certain
other services by Aquila Management. Costs for various shared
personnel and certain other services are absorbed by Agquila
Management and, accordingly, are not reflected in the
accompanying statement of operations.

At June 30, 2002, intercompany balances are: cash equivalents
$74,986, commissions receivable £68,122, due from funds

$351,907. In addition, the Company has outstanding
subordinated borrowings, as defined, from a stockholder and
Aquila Management in the aggregate of $50,000. The

subordinated borrowings bear interest at 6% per annum and
matures September 2004 and October 2002, respectively.

Note 3 - Net capital Requirements

The Company is subject to the net capital requirements of rule
'15¢3-1 of the Securities and Exchange Commission, which
requires a broker-dealer to have at all times sufficient
liquid assets to cover current indebtedness. In accordance
with the rule, the Company is required to maintain minimumn net
capital of the $25,000 or 1/15 of aggregate indebtedness.

At June 30, 2002, the Company had net capital, as defined, of

$103,003 which exceeded the required ninimum net capital by

$78,003. Aggregate indebtedness at June 30, 2002 totalled -
5120 029 and the ratio of aggregate lndebtedness to net

capital was 1.17 to 1.




